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“This Indian attempt to bring off a 
radical economic and social transformation 
by orderly, peaceful, constitutional means 
is... the most challenging and fateful soc- 
ial experiment presently being conducted in 
the free world.” 
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The Challenge For 
Business Statesmanship 


I PROPOSE to talk to you today not as a 
U.S. diplomat but as an American professor 
: —a professor of business economics who has 
- happened to take a particular interest in Indian 
economic development. Cast in this role, I 
may speak less diplomatically than I would as 
a diplomat, but I will rely upon your good 
nature and the business bond between us to 
` repair my indiscretions. 
My remarks have a very simple outline. First, 
I want to state a hypothesis. The hypothesis is 
—and I shall emphasize that I put it only as a 
possibility—that a trend toward greater reliance 
upon the market mechanism and upon decentral- 
ized decision-making may now be shaping in 
India. Second, I want to ask a question. The 
question is whether you and your colleagues in 
the Indian business community are fully pre- 
pared to meet the challenge to business 
statesmanship that would be implicit in such 
a trend toward greater reliance on the market 
mechanism. 
A 
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During the past couple of decades, progres- 
sive economic ideas in Western countries and in 
India have had a great deal in common. With 
various differences of degree, there have been 
many of the same concerns in both places: 
concerns over economic growth, and employ- 
ment, and the need for general fiscal and mone- 
tary management of modern economies, and the 
development of broad economic planning in vari- 
ous guises, and the assistance of disadvantaged 
sectors and groups of the society, and income . 
distribution, and a variety of other subjects. 

But in one aspect of economic policy there 
has been a major divergence between India and; :. 
the West since the end of World War II. In the se 
United States, the United Kingdom, Western ` 
Europe, and also, I might add, conspicuously 
in Japan since World War II, economists and 
most economic policymakers, whether of the 

` Right or Left, have developed a new respect for 
the price system as an allocator of scarce re- 
Sources. ; 

Related to this has been a strengthened rec- 
Ognition of the usefulness of competition as an 
energizer of economic expansion and a disci- 
pliner of productive efficiency. 

This new pro-market bias in the West has 
been primarily pragmatic rather than ideologi- 
cal. The proof is that a growing appreciation of 
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decentralized industrial organization and of the 
usefulness of the market mechanism has been 
conspicuous not only in Western Europe but 
‘also in other Eastern European countries and 
the Soviet Union. At the same time, in a number 
of countries the resurgence of interest in the 
market has been paralleled by a renewed interest 
in the private sector both as a medium for prop- 
agating decentralized management and as a 
. mobilizer of the decisions and resources needed 
for investment. 

It should be emphasized that in the West the 


..: Mew market-oriented economics have in no sense 


-= represented a mere backward swing of the 
pendulum to the simplistic laissez-faire doctrines 
of earlier eras. On the contrary, the new 
market-mindedness has been coupled 

@ not only with the development of new fiscal 
and monetary controls over the general 
level of economic activity, 

@ and not only with various forms and 
degrees of broad national economic 
planning, 

@ but also with the refinement of a whole 
range of public economic policies that are 
designed, one way and another, to condi- 
tion the behaviour of the market and route 
private economic activity into socially 
constructive channels. Such policies have 
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emerged, among others, in the fields of 
labour, of antimonopoly regulation, of 
natural resource development, of income 
distribution, and of the protection of 
disadvantaged groups. 

This policy framework for the market is 
exceedingly important in Western eyes. But 
within the framework, as I say, the postwar 
fashion has been to place increasing reliance on 
the administrative economy and efficiency of the 
market as an organizer and rationalizer of deci- - 
sion-making. 

This new fashion has not, at least until re- 
cently, spread to India. For one thing, during 
the 1950’s most Indian economic policymakers: 
and policy-oriented economists were preoccu- 
pied with other vital issues such as growth, 
planning, and the mobilization of external and 
internal financial resources for development. 
But there was also, it seems to me, some 
tendency to assume—just as it had been assumed 
in the West during the 1930’s—that effective 
national economic planning necessarily required 
detailed administrative regulation of enterprise 
decisions, and that the market mechanism was 
inherently inclined to generate perverse results. 

A significant change in these respects now 
may be afoot in India. This is my hypothesis. I 
certainly do not set myself up as any interpreter 
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or forecaster of the Government of India’s 
policy intentions. However, as one whose 
interest in the Indian economy long antedates 
his official connection here, I cannot help noting 

@ the emphasis upon greatly expanded op- 
portunities for the private sector that has 
characterized various official discussions 
of Fourth Plan prospects; 

© the improvements that many foreign busi- 
nessmen visiting here recently have noted 
in the climate for foreign private invest- 
ment; 

@ the Government’s expressed and evidenced 
interest in decentralized industrial manage- 
ment, whether in the private or the public 

- sector; 

© and, most concretely of all, the significant 

moves in the direction of economic liber- 

i alization. that have been made during the 

; past year despite the obstacles posed by 

general inflationary pressures and by a 

trying food price and distribution problem. 

These market-oriented moves have included 

— first, the decontrol measures of a year ago, 
somewhat augmented in December; 

—second, the Government’s decision—if 

I interpret correctly—to form a food distribu- 

tion policy around the central principle of build- 

ing adequate buffer stock, thereby making it 
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possible for food prices to be stabilized in the 
longer run primarily via operations in the market 
rather than via direct controls on the market; 

—and third, in the current budget, several 
steps that could raise the domestic prices of 
scarce imported commodities toward market- 
clearing levels and that therefore could lay the 
groundwork for greater reliance upon price as 
an allocator of such commodities. 

You are better able than I to judge whether 
all of this adds up to the makings of a trend to- 
ward a greater market orientation in Indian 
economic policy. But certainly there is that 
possibility. And certainly this is a possibility 
that most members of this Federation warmly 
welcome, just as your counterparts in Japan, 
Germany, the United States, and other industri- 
alized countries welcomed similar policy shifts 
earlier in the postwar period. ; 

The degree to which such a shift in policy 
actually occurs in India in the years immediately 
ahead will depend heavily on the readiness of 
the private sector not only to seize the oppor- 
tunities but to meet the responsibilities the policy 
shift would pose. The question I want to spend 
the rest of my time raising concerns the present 
readiness of Indian private enterprise to dis- 
charge those enlarged responsibilities. 

This may sound like a gratuitous question 
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for a foreigner to put to the elite of what is 
certainly, by many counts, the most sophisti- 
_cated business community any developing nation 
possesses. But I make bold to ask it because I 
am so keenly aware that in my own and other 
Western countries the success—indeed, the very 
possibility—of the recent trend toward greater 
reliance upon decentralized market decision- 
making has depended quite as much upon a 
change in the attitudes and conduct of business 
as it has upon the attitudes and conduct of 
government. 

As many of you who have had contact with 
American business for an extended period know, 
we have had a profound change in business 
behaviour in the United States during the past 
generation, and by no means has it been wholly 
the result of external compulsions from govern- 
ment. Much of it has been inner-directed. 

Increasingly, the more progressive and suc- 
cessful business leaders have chosen to accept 
—and to help shape—the great forces of change 
in the society rather than to be run over by them. 
They have come to recognize that business can 
be no healthier than the society in which it exists. 

They have accepted the modern fiscal and 
monetary role of government. — 

They not only have learned to deal with trade 
unions; many of them have become proponents 
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of vigorous yet responsible labour unions and 
collective bargaining. 

Without losing any of their interest in profits, . 
they have lengthened the time horizons of busi- 
ness decision-making, increasingly, for example, 
governing their investment decisions by long- 
run capital budgets that are systematically re- 
lated to long-run Projections of national eco- 
nomic growth. 

Without abandoning the pursuit of self-in- 


terest, they have broadened that concept to in- 


for the improvement of local communities in 
which their establishments are located. 
They have aggressively explored new techni- 


productivity. 

Despite the size of their enterprises, many 
of them actually have increased their appetites 
for competition—including price competition— 
for quality control and Cost control, for 
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market-oriented product design, and for low 
markup, high-volume operations. 

Those of you who are well acquainted with 
the United States know that while it would be 
easy to put too much of a gloss on any one of 
these and other specific assertions that can be 
made about the transformation of the past 30 
years, there is a genuine, solid content of achieve- 
ment underlying every one of them. Further- 
more, this kind of behaviour by now is no longer 
the monopoly of a small progressive minority; 
it has become quite broadly characteristic (al- 
though, heaven knows, not universally charact- 
eristic) of the business community as a whole. 

My question is how broadly based a similar 
kind of active social responsibility on the part 
of private enterprise now is in India. I realize, 
of course, that in part I am talking to the wrong 
people. For certainly as one looks around this 
country, he can find outstanding matching 
examples for just about every kind of business 
enlightenment to which I have referred. And 
probably these outstanding cases are dispropor- 
tionately represented in this meeting today. 

But my impression is that these are the ex- 
ceptions; that in terms of the rank-and-file trans- 
formation, as it were, Indian business still has a 
good distance to go. It would be remarkable if 
this were not so, since in many Western countries 

13 


EC-0. Bhagavad Ramanuja National Research Institute, Melukote Collection. 


Funding: Tattva Heritage Foundation,Kolkata. Digitization: eGangotri. 


the modern transformation process had the 
advantage of an earlier start and, in many ways, 
a start from a broader and easier base. e 

Here at the end of my remarks, therefore, let 
me make the question I am putting to you quite 
concrete by translating it into a series of illustra- 
tive subquestions. These are highly undiplo- 
matic, and the implications of some of them may 
be quite wrong. But collectively they will serve 
to pin down my point. 

First, if there is indeed now the possibility 
of a substantial shift toward greater reliance on 
decentralized, mostly private, market-disci- 
plined decision making in India, is it not time for 
the private sector as a whole visibly to renew its 
enthusiasm for the whole national development 
adventure to which it belongs? 

This Indian attempt to bring off a radical 
economic and social transformation by orderly, 
peaceful, constitutional methods is, in terms of 
its scale alone, the most challenging and fateful 
social experiment presently being conducted in 
the free world. Like any massive democratic 
experiment, it has been encountering its share of 
difficulties, disappointments, and reverses. But 
the upward path of the effort has been maintain- 
ed without serious interruption; there have 
already been many remarkable successes, not 
the least of them being the maintenance of consti- 
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tutional continuity; and some real breakthroughs 
economically can be in the near offing. 
Is this not the time, therefore, for more con- 
» spicuous and general business optimism about 
and identification with the over-all undertaking’ 
and, in particular, for making sure that business’ 
p continuing dialogue with government is one of 
positive and constructive suggestion, and not 
simply a dialogue of protest and complaint? 
z Second, is it not time for the Indian business 
community more generally to understand, 
accept, and support the broad involvements of 
government in a complex developing economy? 
In the field of taxation, interest rates, and other 
fiscal and monetary policies, for example, is it 
not time for a particular effort, not just by the 
staff of the FICCI or the editors of a few 
commercial journals, but by business spokesmen 
throughout the country to see that their critiques 
of such policies come to terms with the whole 
range of major objectives with which policy- 
makers must grapple? And does this not mean 
attending not just to the importance of private 
saving and investment incentives but also to the 
balance of payments needs, expenditure require- 
ments, and the containment of demand within 
noninflationary limits? 
Third, and more specifically, is it not time for 
the business community to couple with its 
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spirited advocacy of lower taxes and further 
simplifications of the tax structure equally spiri- 
ted support of more effective tax enforcement, 
so that a lower rate structure could yield larger 
revenues? 

Fourth, is it not time for private business 
executives, while protecting themselves—and 
their shareholders—at all times in labour nego- 
tiations, to become active proponents of com- 
petent and responsible labour unions that em- 
phasize economic as opposed to political ob- 
jectives? Is it not incumbent on responsible 
business leaders to offer such encouragement 
even though it might make, temporarily, for 
more difficult collective bargaining over wages 
and other economic issues? 

Fifth, in the matter of exports, in view of 
the urgency of the nation’s foreign exchange 
problem as well as the long-run boon to profits 
that can derive from penetrating overseas mar- 
kets early, is it not time for an Indian business 
to undertake a far more dynamic, intensive, 
and imaginative effort in this regard than would 
be dictated by the short-run tradeoff between 
domestic and foreign sales? 

Sixth, is it not time in the long-run interests 
of both domestic sales and export expansion 
for major Indian enterprises themselves to take 
the initiative in promoting competition wherever 
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possible; in facilitating the development of 
smaller-scale industry; and in devising substitute 
schemes of self-discipline that, like competition, 
can achieve quality control, cost control, and 
promotional pricing? 

Seventh, is it not time for vigorous private 
enterprise, both in the national interest and its 
own, to take on a bigger part of the job of train- 
ing a skilled labour force? 

Finally, as to the gradual professionalization 
of private management that is taking place in 
India—the increasing selection of managers on 
the basis of merit, the endowment of operat- 
ing managers with decision-making discretion, 
the introduction of new management tools and 
techniques, and the increasing support for and 
patronage of formal management education— 
is it not time for a radical acceleration of this 
whole process? 

So much for my list of undiplomatic ques- 
tions. I hold no conclusive brief for an affirm- 
ative answer to any one of them. But if yes is 
the proper answer to any considerable number 
of these questions and to others like them that 
could be added to the list, and if likewise the 
possibility of a strong market-oriented shift in 
economic policy should materialize, then the 
present challenge to business statesmanship 
would be urgently clear. The meaning would be 
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that the leadership of the business community, 
represented in large part by the persons in this 
room, would need to lead a kind of quantum 
jump in rank-and-file business statesmanship 
to meet the new responsibilities. 

As an old professor of business economics, I 
suspect that precisely such is the case. But before 
I put aside my professional beret and resume 
the uneasy hat of a diplomat, let me say one 
more thing in just as much candour as I have 
used thus far: judging from the many among 
you with whom I am familiar, I know of no 
business leadership group better equipped with 
the essential resources, not only of mind but 
of character, dedication, personal grace, and 
good humour, for bringing off this kind of 
assignment. 

I envy you the challenge, and 1 have great 
confidence in your ability to meet it. 
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“We have had a profound change in 
business behaviour in the United States 
during the past generation, and by no means 

Ri has it been wholly the result of external 
l compulsions from government.” 
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“As one looks around this country, he 
can find outstanding matching examples for 
just about every kind of business enlighten- 
ment...” 


Published by the United States Information Service, 
New Delhi, and printed at Albion Press, Delhi-6. 
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